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REPORT 
together with the 
INDIVIDUAL VIEWS 
[To accompany S. 2180] 


The Committee on Banking and Currency, which has had under 
consideration S. 1928, S. 2048, S. 2073 and, in general, the matter of 
establishing slaughter quotas and allocations upon livestock and re- 
lated matters, report favorably to the Senate a bill to that effect, and 
recommend that such bill do pass. 


GENERAL STATEMENT 


Your committee and one of its subcommittees have held hearings 
on August 30 and 31, and September 13, 14, 17, 18, 19, and 21, 1951, 
upon S. 1928, S. 2048, S. 2073 and, in general, upon the matter of 
establishing slaughter quotas and allocations upon livestock and re- 
lated matters. 

The producer witnesses indicated that they felt that the previous 
slaughter quotas have been administered in such a way as to introduce 
undue hazards or costs in the marketing of livestock, especially of 
beef cattle. The opinion among trade representatives (both processors 
and handlers) is about evenly split pro and contra slaughter quota 
legislation. 

Your committee hears many reports of black market operations 
and sharp practices in the meat industry. These purported violations 
are difficult to ascertain for the reason that those who complain of 
their existence are unable or unwilling to name the purported violators. 
Your committee is convinced that active and courageous enforcement 
by the Office of Price Stabilization (OPS) is necessary if this situation 
is to be brought and kept under control. The law-abiding citizen 
under controls must not be led to believe that he is being penalized 








: SLAUGHTER QUOTAS AND MEAT ALLOCATIONS 


for his honesty at the expense of black marketeers and of persons 
guilty of sharp practices in violation of the law and regulations. 
Your committee has been informed by committee investigators that 
the Office of Price Stabilization has increased the number and quality 
of its investigative personnel and that enforcement figures should 
prove that beginning with the month of August. 

The Office of Price Stabilization insists that the use of slaughter 
quotas is absolutely necessary to a successful compliance and enforce- 
ment program. 

The present bill will allow the Office of Price Stabilization to use 
slaughter quotas as part of its compliance and enforcement machinery 
However, the bill directs the Office of Price Stabilization to so adminis- 
ter the slaughter quota system as to eliminate the criticisms leveled at 
the potential abuses of that system. 


ANALYSIS OF THE BILL 


The last sentence of section 101 of the Defense Production Act of 
1950, as amended, reads as follows: 


No restriction, quota, or other limitation shall be placed upon the quantity of 
livestock which may be slaughtered or handled by any processor. 


The bill would substitute the following language therefor: 
First sentence of substitute language (p. 1, lines 5-9) 

The first sentence of the substitute language would restore the 
power of OPS to fix slaughter quotas while at the same time meeting 
the objections raised in Congress to the slaughter-quota program. 

These objections are directed to one major point—namely, that 
quotas limit livestock marketings. The proposed bill expressly 
prohibits OPS in establishmg quotas on a national basis from limit- 
ing total marketings. In other words if it is expected that in a given 
period 1 million head of live slaughter cattle will be brought to 
market, quotas on a national basis must be set sufficiently high to 
permit the purchase by slaughterers of all such cattle. If the OPS 
estimate proves too low and more cattle are brought to market than 
can be purchased by slaughterers under outstanding quotas, OPS 
must increase quotas, 

Second sentence of substitute lanquage (p. l, line J, to Pp. e, line 3) 

The second sentence is designed to take care of local situations when 
livestock marketings in a particular area are substantially higher than 
normal. Kven when quotas are set at the proper level on an over-all 
national basis, they may be too low to permit the orderly purchase 
of all slaughter cattle brought to market in a particular area. The 
second sentence requires OPS in that situation to adjust promptly 
the quotas of slaughterers buying in the area so that there will be 
sufficient quotas to permit the purchase by slaughterers of all cattle 
offered for sale to them. 

It should be emphasized that under the second sentence no indi- 
vidual packer would have the right to have his quota increased for 
his own benefit. OPS would adjust the quotas of the packers buying 
in a particular area and then only when it would be necessary to 
permit purchase of all slaughter cattle marketed in that area. 

The bill permits the use of 1950 slaughter as a base in fixing quotas 
but does not require such use. If 1950 slaughter is used as a base in 
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establishing quotas, adjustment may be made in quotas, for example, 
in cases where it is necessar y to assure that there will be an adequate 
supply of meat in areas where there has been a substantial increase 
in population. 


Third sentence of substitute lanquade (p. Z, li ves 5-10 


The third sentence of the substitute language is designed to remedy 
the situation which gave rise to much criticism that meat is being 
diverted from regular channels of distribution. 

Livestock sl: Lug hter quotas are intended to keep livestock and meat 
moving in normal channels from the farmer to the consumer. The 
first step in such a program is to assure each slaughterer his normal 
share of the total available supply of live SLOCK if the OP 5 takes this 
step, the third sentence of the amendment also requires it to provide 
for a distribution of meat in normal channels LO nonslaught ring 
processors and wholesalers who must look to slaughterers for their 
suppli s. The amendment does not requir * any detailed allocation 
program. The me thod and scope of the allocation will be established 
in re rll lations to be issued by the OPS. 

OPS is not required LO allocate byproduct 3 Site h us hides, tallow, 
‘d, bones, wool, medicinal products, and the like. However, it is 
the clear intent of the committee that OPS must allocate the main 
livestock product, mea 

The general allocation language of section 101 of the Defense Pro- 
duction Act of 1950 is broad enough to permit reduction of livestoe! 
quotas in cases where slaughterers do not distribute meat in normal 
channels. 


li was the ~ ense of the committee tha OPS should eco 1tinue to ™m uk ; 
| 


reasonable provision for slaughter for home consumption. The com- 
- . l oe as ~ a 

tie taspeaent | that ay suc! l pr V1 sion SiouLld ake Lito COUS}UerTa- 
: . 

tion cases where slaughter for home consumption had been customary 


in the past but that it must not be so broad as to defeat the effective 
operation of the slaughter quota program or to permit evasion of tl 
quota regulati yn 


Section 2 (p. 2, lines 11-17) 
Section 2 of the bill prevents future roll-backs of the leve!s of beef 
cattle ceilings Seetion 104 (b) of the Defense Production Act am 
ments of 1951 prohibits reductions tn the ceilings for each grade of 
cattle below 90 percent of the level prevailing on May 19, 1951, as 
determined by thie secretary ol Acriculture. As requir dd by section 
104 (b), the Secretary has made his determinations for beef cattle by 
grade and submitted them to OPS. It now appears that, contrary to 
the real intent of the Congress as your committee understands 1 
section 104 (b) p ‘rmits reduction of the ceilmgs presently applicab‘e 
fo some grade s of cattle 
Although OPS has indicated that it has no present intention of mak- 
ing the reductions permitted by section 104 (b), the committee fee's 
that the existence of 
+] 


1 
this authority does raise uncertainty in the minds 
of cattle growers and feeders. 

Your committee is convinced that uncertainty in the law should be 
avoided imsofar as aa eg ae , your commit » proposes the 
addition of clarifying guage which would preclude roll -backs from 
the | resent level of beef cattie ceilings. 
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Tue IMPORTANCE OF THE PRoposep LEGISLATION ACCORDING TO THE 
OrricrE OF Price STABILIZATION 


A. IMPORTANCE OF SLAUGHTER QUOTAS TO MEAT PRICE CONTROL 


According to representatives of the Office of Price Stabilization, 
slaughter quotas are indispensable to effective meat price control. 
a reasoning upon this matter is as follows: 

The cattle ceilings may not be workable without quotas. The 
pre ah OPS cattle ceilings do not apply to individual animals and do 
not apply to sellers. They are simply limits on what slaughterers may 
pay for all cattle slaughtered during a month. 

For this reason it is not possible to police effectively individual 
cattle purchases. Hence, slaughterers may bid up the price of cattle 
above ceilings in one market and other slaughterers must either pay 
the price or see the cattle taken away from them. 

The quota system makes the cattle ceilings workable by operating 
as a limit on bidding. Each slaughterer knows that the quota system 
prevents other slaughterers from bidding for more than their normal 
share of the total supply of livestock and that he is thereby assured 
of his normal share of the supply without paying over the ceilings. 

Moreover, slaughterers know that if they do pay over the ceiling 
in one month it will not do them any good because their quotas will be 
reduced next month and they will have to cut down their volume. 

Hence the quota system helps make the cattle ceilings workable. 
It is asserted that in the long run if the cattle ceilings aren’t held, price 
control on beef will break down. 


2. Quotas are 0 necessary to control the black market. Without 
quotas many legitimate-business men cannot get their normal share 
of livestock ad miei. There is a constant temptation for business- 


men to violate ceilings in order to stay in business and protect their 
investment. Hence, the pressure to go black becomes very strong. 

By assuring distribution of livestock and meat in normal channels, 
slaughter quotas make it possible for slaughterers, wholesalers, 
processors, and retailers covered by regulations to stayin compliance 
with ceilings and still make a reasonable profit. 

3. There is a third reason why a slaughter-quota system is essentit al. 
It is necessary to assure fair distribution of meat among civilians in 
cases where the Armed Forces take a large proportion of the available 
meat supply. 

There are about 3,500,000 men under arms. They will need an 
ample supply of meat. The Armed Forces get their meat only from 
federally inspected plants. These federally inspected plants are the 
only ones which can ship meat across State lines. Every area of the 
country exe>pt the Middle West consumes a great deal more meat 
than it produces. Consumers outside the Middle West depend on the 
same federally inspected plants from which the Armed Forces get their 
supplic S. 

Under the quota system OPS can give larger quotas to plants 
which supply the Ai med Forces. This means that federally inspected 
plants are able to get enough livestock to supply meat to the men in 
our Army, Navy, and Air Force and also to ship meat across State 
lines to civilian consumers in those States which don’t produce enough 
meat. Without the quota system, someone will be deprived of 
meat—either the Armed Forces or consumers in the meat deficit areas. 
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B. THE IMPORTANCE OF MEAT PRICE CONTROL TO THI GENERAL 
STABILIZATION PROGRAM 


Meat accounts for over 10 percent of total consumer expenditures 
and for just about one-third of the consumer’s food bill If the 
prices which the average worker (either blue-collar or whi 
pays for meat are not controlled, it will not be possible to have effee- 
tive control of wages and salaries. If wages and salaries 
controlled, it is obviously not feasible to control effecti 
long period of time, the prices of any industrial commodities. In ti 
long run the fate of the whole stabilization program depends on 
effective meat price control. 

Your committee is convinced that the bill will tend to correct most 
of the defects which have made slaughter quota legislation a source 
of criticism in the past and recommends that the bul do pass. 


CHANGES IN Existinc Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

The last sentence of section 101 of the Defense Production Act of 
1950, as amended: 

[No restriction, quota, or other limitation shall be placed upon the quantity 
of livestock which may be slaughtered or handled | 


tions, quotas, or other limitations, upon the slaughter of livestock shall be maintained 


which would limit the quantity of livestock sle igh fere hy processors to ss than 100 
per centum of the total quantity of livesiock offered for sale to all suc pr oe rs for 
sla iahte i Whe? er th number of livestock offer il¢ pa Y are r 
scaugncer exceeds the quota previous establ ed fo 5 I iod po the ba of 
a wie? I ate ad mariceti? Ss, the Pre sident si 1 / pro ef fas 0 pe he 
marketing of all such liveste Whenerv he P t vokes ti er ¢ ! 
in this title to provide for t listributton of a sp ( stock amona the ighte 

of such species, he hall also pro le for the a wation of tl nroduct ict re" n 
S ich monner s fo ass nor Lug f 7 fh ‘ 
normal channels of distribution their norma hare of the a ble pil nD 


The fourth sentence of section 402 (d) of the Defense Production 
Act of 1950, as amended: 


Noe ‘ling shall be established or maintained for any agricultural commodity 
; Vf ‘ 
) 


below 90 per centum of the price ree d (by grade) by producers on May I 
1951, as determined by the Secretary of Agriculture: Provided further, That no 


ceilings or compl ance prices shall be established on any grade of beef caitle below 





the level of the ceilings or compliance prices for that grade in effecton July 31, 1951 
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INDIVIDUAL VIEWS 


INTRODUCTION 


7.) ] 
i 


As one member of the Committee on Banking and Currency who 


; eal os ba 
voted against S. 2180, I feel compelled to dissent from the views 


és b 
1 


expressed by the majority and to state my reasons therefor. In so 
doing, however, [ w ish to compliment all members of the committee, 
and in particular the members of the special subcommittee on 
slaughter quotas, for their fairness, attentiveness, and sense of justice 
in wrestling with this intricate problem. I wish also to point out 
that the testimony presented by most witnesses before the committee 
on both sides of the issue was of an unusually hich caliber. 


But no matter how thin you slice it, the principle of slaughter quotas 


as an aid to meat price com ol, is all wrone Quotas restrict meat 
marketings. They create uncertainty among meat producers. They 
push prices down to farmers without any net price decrease to 
consumers. They are next to impossible to administer, by taci 
admission of OPS itself They distort, rather than preserve, historic 


I 
intermarket relationships. They press down hard on independent 
small businesses and tend to accelerate monopoly conditions. They 
are n . kelv 4 hal ‘ather ths h; Bs, ‘rupulous. blac! 
are more likely to help, rather than hinder, unscrupulous black 


marketeers. ‘They failed miserably as an administrative technique 
during OPA—World War II days. In short, slaughter quotas, at 
best, create many more real difficulties than they could solve even in 
theorv. The statutory ban on the use of slaughter quotas, a provision 
endorsed by a substantial majority of the Congress as late as July, 


} | ; Seca 
should be retained. 


As one witness stated cogently (p. 3407 of committee hearings): 


Our mdustry has been kept in a constant state of confusion and uncertainty 
for many months. First we had a quota system set up last January and put in 
effect in February. ‘Then for many months we were kept in nervous uncertainty 
| the repeated tements, often contradictory of each other, coming from various 
officials of the stabilization agencies, Then for several months we were kept 
d ! omic uncer the trends and countertrer developed n 
the hear rs before ou ynimittee and the House committees dealing with ti 
extension of the Defense Producti \ct. While those hearings were in progress 
regulations were issued that completely upset the industry. This state of c¢ 
fus nd uncertainty had a bad effect on the industry and the Nation, Princi} 
( | he f I ( lk lers, who mal larg rcel of our 
supply of beef by fettenir nimals they get from us, could not eave the future nor 

nul e & ( ce to break even in their normal operations, all of which 
resulted in t emptying of the feed lots and no replacements put in them 

I ste of confusion lested until the Congress finally acted on the extension 
of thy Le el ¢ Pr ! iction Ac 20h 1, l oO acting, adopted the Bu ler-Ho e amet d- 
ment and other endments that had a very stabilizing effect on the industry 

Alm i ‘ f thee l acti by the Congress, feeders beg refillin 
{ ( ors Y ( ? u on a re t i is mo 

Lor ( eC Bl spp ) Our gI 


d unee = ted bh j lo his ’ | 
eti¢ t y y | hat t ? \ { oO ’ 
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PUBLIC HEARINGS BY COMMITTEE ON BANKING AND (¢ RREN 


In elaborating affirmatively on the statements above and answer or 


1 . : : - 

the veneral arguments pres nted DV the committee matority. | shi j 
' . . oe 1 - : 

substantiate my tacts ¢ id Viewpolnts bY pave reteren Lo ré h I'l 3 

' 1 . . 1 ’ ‘ x . ‘ 

He ld on Various OCCRSIO! DY the ¢ omimi { on Banking and ( lrren¢ 


l do this in ord ‘r to eed] the attention of the Nii mobers ol th » Senate 


! 1 o.% ° . ° 
to the thoroughness with which the general meat situation 


s been 
surveyed by the committee and to hope that such a procedure will 
pin point the arguments of the most expert witnesses against—and 
in some cases for—slaughter quotas. 


] . : . oe sol T + . | > : ] 
In that connec LION, 18 & general Wav, | point out that most ol 1e 
| 


testimon on slaughter quotas is found in part 4, hearings on Defense 
Production \ect Amendment of 1951, pages 2864-2882; 2899-2903 
(testimony of Director, Office of Price Stabilization and Dp es 
3321-3579 (testimony before Special Subcommittee on Slaughter 
Quotes, including public and industry witnesses). Also pertinent is a 
memorandum, An KEeconomiec Justification of the Slaughter Control 


| 
Program, submitted by OPS in June and found in part 3, pages 


2765-2768; in my judgement this memorandum is self-defeating, which 
is one reason | make reference to it here, as well as below. Finally, 


a a 
as background to tl 


1¢@ Meat situation as a whole, 1 make reference to 
; 
a& statement, Some If: 


“aets Rel: tine to Current Meat Sit lation, pages 
682-700, part 1 of committee hearings, submitted by Ss cretary of 
Agriculture Brannan in May. Regardless of certain erroneous con- 
clusions about beef prices by the Secretary in the text of the state- 
ment-——which conclusions the Congress rejected in July—the various 


charts, tab - and statistics appended thereto are of inealculable 


‘ 


value in assessing the meat situation. 
IMPORTANCE OF MEAT INDUSTRY 


It is diffieult Lo overemphasize the importance of our great meat 


industry. Not only is it important to the farmer and rancher and to 
the ultimate consumer, but also to the thousands of individuals and 
concerns who are part of the intricate processing and distribution 
S\ stem in betwee n the original prod cer and the meat eater Also of 
importance are the various byproducts such as hides, tallow, lard, 
wool, and medicinal products. In the national defense picture, tl 
importance of good red meat to our men in the Armed Forces is self- 
evident. 

The meat industry is extremely sensitive to the economic law of 
supply and demand and responds in an unpredictable manner to the 


vagaries of the market place. The individual decisions to sell and 


ic 


buy of literally tens of millions of persons are normally a part of the 
f the prices of the various meat products. These same indi- 
vidual decisions to buy and sell normally determine the pattern Ol 
distribution—quantitatively, qualitatively, and geographically 


St tcine’ 0 


To demonstrate the importance of meat to all of us, I am offering 


certam, typical les. It 1s well to keep these facts in mind as we 


decide whether or not to permit meat sla rhter quotas to be piled 


‘ 


once acain on top of an already complex picture, 
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PasLE 1.—Meat animals and poultry: Relative importance in farm income 


s : Percent 
Cattle and calves 17.1 
Hogs 


11.5 


Sheep and lambs 1.3 
Meat animals 29.9 
Chickens (including broilers 3.3 
Turkeys 9 
Poultry 4,2 
Total meat animals and poultry 1.1 


Does not include other poultry such as ducks, geese, et¢ 


Source: Farm Income, Bureau of Agricultural Economics. 


a 4 . : ea 4 ; 
TABLE 2. Meats, poultry, and fish: Relative ~mportance in consumer expenditures 


All items (con- 
sumer expendi- 
tures), total 


Group total 
(food) 


Percent Percent 
Meats 6 31.5 10.6 
Beef 
Round steak pound 4.0 1.4 
Rib roast do 1.3 A 
Chuck roast do 1.7 6 
Frankfurters do | 2.7 9 


Hamburger do 1.0 “2 
Veal cutlets do | 1.0 3 
Pork: 


Chops do 2.8 .9 

Bacon, sliced do 1.6 5 

Ham, whole do 1.9 6 

Salt pork do 3 l 
Lamb, leg do 2.3 8 
Poultry, frying chickens 5.5 2.0 
Fist ; 

I fresh frozen pound 2.1 7 

Salmon, pink 16-ounce can 9 3 


Source: Bureau of Labor Statistics, Monthly Labor Review, June 1951 





TABLE 3. Trends in livestock numbers and meat product on, United States, 1929-41 
Number on farms Jan. 1 Pig crop 
Year 4 . Total meat 
Yea Total mea 
l Beef cattle Sheep and ‘ production 
All cattle ‘ : Snring 
F ind calves lambs I ill 


Million head | Million head | Million head | Million head | Million head | Billion pounds 





1929 58. 9 27.0 18.4 50. 5 25. 6 lt. 1 
1G 61.0 27.9 51.6 19.3 24.8 16.0 
103} 63.0 29. 1 53. 2 4.0 29.2 16.5 
19. 65.8 30. 4 53.9 1.0 1.5 16.4 

70 33.4 53.1 53.5 30.7 17.4 

74.4 36. 4 93.5 39.7 17.1 18.8 

68.8 61.8 2.9 23.3 14.4 

67.8 51.1 41.4 24.3 16.8 
1937 66.1 5D. 8 38.5 24.0 15.7 
1938 65.2 5h. 1 43.3 28. 6 16.5 
1929 66.0 1.3 53.2 33.7 17.5 
1040 68.3 2.1 19.6 30.3 19.1 
l 71.8 53.9 19.4 30. 6 19.6 
1042 76.0 2 , 2 61.1 43.8 21.9 
104, $1.2 41.0 55. 2 14.2 47.6 24.5 
1044 s 5 44.1 50.8 8 0.9 25.2 
1945 SO. ¢ 44.7 16.5 2 1.6 23.7 


¥ 
n> 
iS 





42 7 7 M >R 1 ; 4 
1948 8. 1 11.0 34.8 l 5.9 4 
1949 78 41.8 31.7 8.4 ‘1.2 7 
1950 SO. 1 13.0 10.7 60. 0 10.7 22.2 
1951 84.2 46,5 sl 63.8 42.0 23.4 
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TABLE 1. Meat and poultry: Trends in consumption per person and int 
production, United States, 1929-51 


Per capita consumptior Yotal product 
Year 1 ‘ 
Meat Poultry rotal ( 
B 
Pounds Pounds Pi ls pt g I is 
1929 ‘ 130. 4 21.4 151.8 6.1 2.7 
1930 128. 3 23. 3 151.6 6.0 2.8 
1931 | 129.9 21.1 151.0 l 2. € 
1932 130. 2 21.8 152.0 16. 4 2 
1933 l 3 22.7 S. ( 17.4 
1934 143.1 1.0 64.1 18.8 7 
1935 16.7 2 1.4 2 
1936 129.8 20.8 150. € 16.8 2. 8 
1937 125. 4 20. 7 l 15 é 
1938 126. 2 l 7 
1939 132.8 21.7 f 17 2.9 
1940 ' 141.7 22, 2 1Y ) 
1941 142.8 4.0 166. 8 19. ¢ 
1942 139. 5 re L166. f 2 
1943 146. 0 3. 8 179.8 24 t 
1944 153.5 30) é 9 { 
1945 144.4 } 7 s 
1946 l t 29.9 ‘ } { 5 
1947 | 155. 0 28. | ISS. 1 + l 
1948 145, 4 6. 7 172.1 1.4 ) 
1949 143.9 - ~2 ¢ - 7 
1950 144.5 ) t 2.2 , 
1951 3 148. 0 0 180. 0 23. 4 l 
! Total production of poultry includes a 10 percent addition to chickens consumed on farms and sold 
from farms tc allow for nonfarm production 
j 2 Includes production under Government emergency programs 
| 3 Partly forecast. 
Source: Bureau of Agricultural Economics (May 1951). 
\ ; ese ; ' 
These tables show the statistical facts as to the importance of meat 
to the farmer’s income and to the consumer's budget as to pro- 


has done, is doing, and will do the necessary job, if no further unnec- 
essary Government controls clamp down and limit livestock market- 
ings. Unfortunately, Government controls already have been the 
decisive factor in forcing revision downward of the above beef pro- 
duction and consumption estimates for 1951 (see last paragraphs of 


p. 11). 


duction and demand. | believe they demonstrate that a great industry 
i 


BUTLER-HOPE AMENDMENT TO DEFENSE PRODUCTION ACT 


In keeping with the lewpoint of those of us who believed that meat 
slaughter quotas were a detriment and hindrance to our defense pro- 
duction effort, Senator Butler of Nebraska and Representative Hope, 
of Kansas, offered identical amendments on the floor of the Senate 
and the House, during debate on passage of the Defense Production 
Act Amendments of 1951. As a matter of fact, as things turned out, 
various parliamentary maneuverings and votes gave Congress a double 
chance to express its views on this matter in unmistakable terms. 


The identical amendments, simple and to the point, read as follows: 


No restrictions, quota, or other limitation shall be placed upon the quantity of 
livestock which may be slaughtered or handled by any processor 
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On June 27, the Senate adopted the amendment by a vote of 47 to 33 
The next night, June 28, a move to reconsider the previous vote was 
On July 10, sitting as a Committee of the Whole, the House of 
Representatives adopted the amendment by a teller vote of 200 to 112. 

Later, on July 20, upon demand for a roll call, the House confirmed 


its previous action 249 to 16¢. 


Since the amendments were phrased in identical language, the 
conference committee had no choice but to make it a part of its final 
product. Therefore, the Butler-Hope amendment is the first one 
listed in Public Law 96, Eighty-second Congress, as a restriction on the 
allocation authority in section 101 of the Defense Production Act of 
1950. . Effective August 1, 1951, OPS dropped its quota regulations, 
while reminding slaughterers and processors that the slaughterer 
registration provisions were still in force. 

Now the ¢ ‘oneress is asked to reverse its recent, carefully considered 
lecision. ‘This request, contained in the President’s message to the 
carried out in modified form in S. 2180, should be 


i 
Congress and 


THE COMMITTEE BILL (S. 2180) 


On July 30, while the Defense Production Act amendments were 
awaiting the President’s signature, the chairman and ranking minority 
member of the Committee on Banking and Currency introduced 5S. 
1928, a bill to restore the authority to impose slaughter quotas. But 
they did so with the express intent of reopening the matter for further 
study, in view of the serious intimations by OPS that the meat price 
control program would fold up without quota authority. 

As a result of the subsequent hearings and study, 5. 1928 was 


ly revamped and introduced as a new bill, S. 2180, now before 


severe 


us. The result is an improvement, at least in theory, over the uncon- 
ditional authority to impose meat quotas derived from section 101 of 
the original Defense Production Act. 

In recognizing certain theoretical improvements, however, I wish 
to repeat my own view that the Senate should defeat 5. 2180. With 


the exes ption of section 2 of the bill, which corrects a technical defect 


in section 402 (d) (3) and 1s not directly concerned with meat slaughter 
quotas, the bill creates more problems than it can ever solve, granted 
the best of intentions and rood will, 

Therefore, at the proper time I shall offer a motion to strike out 
section 1 of S. 2180, leaving intact section 2 which confirms the over- 
whelming intent of Congress in enacting the Fugate amendment deal- 
ing with prohibition of future price roll-backs on agricultural products. 
} Fugcate amendment. which was s ippose lly desioned to confirm 


» first OPS “10 percent roll-back’’ on beef, but prevent anv further 


such action on this or other agricultural products, has been found to 


be faulty. This uncertain condition, which 1s distressing to producers 

Prime, Choi 1d Good beef prices still legally can be 
roil MACK SOT wi, Las resulted trom ii iapeer lo whe i! 
4 1) 1 } } } >. es. } 

Ot it percent roll-back was ecaleulated by OPDS. since the 

: ca . . . . ] ] ] y thar oO7 . ‘ 

origin eres average ncluded, among others, a 2/ percent 

roii-t ron Ul rade beet and onlv a smail percentage roll-back 


} cn l j 
OW tie { | LOD ri CS, TIS 1e@PValy lea‘ Ss some roll-back leeway on 
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these latter grades. I am happy the committee adopted the sug- 
cestion advanced by the chairman of the committee and the senior 
senator fron Kansas and started the ac! in ry to e ud this ulicer- 
taintv by im ludine section 2 in the bil [t mere] onirms the 
Piaaat oS Bg oat ‘ 

ODVIOUS 1 nt of Congress in July. 

What of the rest of the bill? Section 1 says that no quotas shall bs 
maintained which would “limit the qu itv of lives © slaug 
by processo to less tha 100 pere O I ) L qui LIV { 
offered for sale to all such processors fo vughter.’ Lt f g 
this SCeTUS LO be ai in provement OVe} previous slg } }u0 
reg ila 1OnS. B 1t.1s 16? On the « mtrary, his What 4 : bed | 
Was ¢ ning in May J he, an el ily wh Quota \l 
vet th conattior | sul Oo it n iY”e@h an } idl i} i ) 
national and loea! rketings in a 195 sed on the 
co Spo walag LO 1950. | ) q ) li) 
in July The above committee lancuag Ss lois s ule 
lu and inpede livestock market ( hat 
LIONS 

Even when taken with the la le la he se senten¢ 
of section | vhicl requires p mpt ( ad Ste t ol que Ss 1) 
certain local market situations —meat quotas cannot wo OPS has 
always claimed it moved promptly djust « ke of 
local “runs” and eme icv conditions and 1 ffered statistics and 
i ‘ i E Cll = il i t i 
individual cases to trv to prove its point (4 n pp. 2874, 2902 
And vet, case after case was presented of other local markets hen this 
was not done (hearm Dp. 3541. 3934. 3531. 3534 938, 30962, 347 
474 his is no p icular dis tit to Ors O} in ai C! 
pated marketines estimated by the Department of Agriculture. Joven 
a King Solomon, operating from Washinet in all his wisdom, could 
not anti ipate th hividual decisions of the sands of p ers in 
the erasslands ind the feed lots as to hen % here her ill go to 
market NO] low pert th heory 1d ho m I a ul 
the researen, qu VO! And lonver they exIs more 
production suffers, sometimes eraduall i] Imes rapidh 

FURTHEI ARGUM NTS GAINS GH OuUO . 

The most important single argument : t the use of slaughter 
quotas is their tendeneyv to restrict Dp i yn Phe fneures shown 
in tables 3 and 4 outline the numbers f cattle, pigs, and lambs 
on the farm, as well as total meat pred iO! st and contemplated 
These figures were given to the committ fore the full statistical 
effect on production of slaughter quotas became kno\ Now the 
Department of Agriculture, since the res t fects of quot nd 
price uncertainties, has been fo: t : ’ nd predicts 

‘| is deeren I ) vrailable to 1 ’ ’ a rel 
at th et of Govern controls, su | (dt shows 
SOT { thot) | ead « entt] j ix ¢ } 
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of which the imposition of slaughter quotas was a major cause 
which 1s to blame, as the factual and statistical record shows clearly. 

Another important argument against slaughter quotas was brought 
up before the committee by several expert witnesses. Beginning 
generally in January with the advent of Government price contre] 
and continuing at an accelerated pace during the months slaughter 
quotas were in effect, the normal intermarket relationships in meat 
were severely distorted. And vel the objective of preserving historical 
relationships is the chief argument used by OPS in advocating 
slaughter quotas. Fortunately, rather complete data compiled by 
Department of Agriculture is available for analysis to prove whether 
quotas help or hinder historical meat market relationships. The 
following tables and explanation are taken from the testimony of a 
particularly well-qualified witness: 





The following tables indicate what has taken place in cattle movement and 


slaughter while quotas were a part of the control program: 


Cattle receipts at 65 public markets and their distribution 


Sold 
‘ r lot ‘ pn 
rotal : Pe} toc! ba otal out-) , = ed | por. 
) a 1 0 
} : “ent “ont ( ‘ent 
rec ( t la ( U er cen ments laughter ‘ 
t 
Jan. lto Aug. 1, 1951 |$8, 540, 7 $4, 425, 092 $1, 725, 853 $3, 981, 57 
Jan.l 4 1950 | 9, 375,99 », 20 1, 742, 535 4, 025, S39 
Cr 51 4 x 7 14.9 6, 682 1.0 #4, 26 1. 1 
Ju 51 1,344, 616, 959 251, 829 701, 04 $449, 21 
7 ) ont Qa oF 231. 788 B71 74 19. OF 
oO 12 0 2 1 ) 2) ”), S 20 304 99 +109, 2 1.0 


These two tables show that for the period beginning January 1, 1951, before 


‘ontrols were imposed on the industry, to August 1, 1951, when quotas were out- 


lawed, shipments out from the markets for all purposes were only slightly less 
han for e same period in 1950, but that total receiots were down 8.4 percent 
n iat eattle for loeal slaughter stood this loss amounting to 14.9 percent. For 

last month of this period—and remember slaughter quotas were in 
rores the situation is different. Total receipts were down only 3 percent, but 

‘al s ighter was down 21.4 percent. ‘Total out-shipments were up 22.6 per- 
cent whil ocker and feeder sales were up only 8.6 percent; therefore, 14 percent 

shipment increase presumably went to slaughter. This diversion tool 
! ‘ er part of the 7-month period when price ceilings and slaughter 
quotas W in force. 

Mr. DiSalle’s statement that “quotas assure each packer of his normal share 
of the total available supply of livestock,’’ does not check with the records 
Everything was normal until he took over and then trouble started almost im- 
mediate] The cause appears to be obvious Without quotas, Mr. DiSalle says 


prices are hid up and black markets develop, and “the net result of ali this is 


that e honest businessman suffers, other businessmen are forced to go black, 
and the consumer has to pay overceiling prices for meat—all because livestock 

re diverted from normal channels.’’ In other words, he infers that those handling 
these diverted ecatt] he black market. Well, let’s have another look at 
the recor \\ ( the 0? 
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Total rece ipts if cattle F local slaught oe } igh ler ah pments fo midweste 
marke fs, Ju y 1951, and total receipts and ea slauaghte ty é ¢ ta) arkets, 
July 1951 

Total, Receipt Local Slat ‘ 3 ent 
1950 1951 LOA 1951 1 1 

Six midwestern markets 
Chicago 145, 600 132.8 5,6 { f wm 
Omaha 122, 300 132, 600 ae Ono f 29 9 1 RO) 
St. Paul 80, 100 63. 490 62 , | 16, 80 
Sioux Cit 101, 1 ) 18, 4 l 
St. Josent 15. 700 ‘7. RG 29 8 ( g 100 
St. Louis 70, 500 77. 600 14 1 

Total 565, 300 0, 900 377, 70 ( 29, 404 224. 6% 
4, 40) 14 2 
Six distant markets 
Buffalo 11, 800 26, 100 , ‘ ‘ 
New York 4, 301 7. BOO + 30K > 2M 
Jersey City 13, 990 13, 100 l Hh ] 
Baltimore 14. 200 15. OO 11. 404 > 
Los Angeles 31, 100 34, 700 26, 4 20 
San Francisco 8 500 9 200 One 4" =H 
Total 83. 800 105. 6 f ( “Pr 3 
+21, BOL l eI 
Note that receipts are down in the Midwi but up at distant market Slaug 
ter 2t midwestern markets is sharplv lower but higher at distant markets. Ship- 


ments for slaughter from midwestern markets are sharply higher Slaughter 
quotas were in effect in July 1931. 


These are the facts, analyzed in a logical way from Department of 
Agriculture figures, which prove distortion of normal channels of meat 
distribution since January price controls. And it is demonstrably true, 


as shown above, that quotas only make matters worse (hearings, pp. 
3376, 3389, 3552-3553, 3547-3549, 3557-3559 


One table submitted for our committee records shows this distortion 
of meat distribution in some detail: 


_ " ‘ . ; ? 
PaRBLe 5. Cattle slaughter by market centers and areas in 1951 as p entages of 1950 


Market center or 











area — Mar Ap May . ) ‘ 
l A \ Au 
; Q 
FEDERALLY {INSPECTED 
North Atlantic 
New York, New 
irk, Jersey City | 124.9 12.7 | 103.3 113.8 99.6 | 102.3 124.7 129 1 142 126.4 
, Phil 
1 104.4 89, 2 84 06, 2 8 ) ) l 113.8 ) 
ral 
cinnati, Clev 
land, Indian- 
apolis 96.0 ROR 76. § R2.8 70 ¢ ; g 93. 2 99 102.3 4.9 191.1 
Chicago, Elburn 105.9 95. 5 85.7 4.7 1.7 59.4 67.2 67. 2 67.7 7 ) 60.0 
St. Paul-Wiseon 
“in 104.6 | 84.2! 81.7] 76.1) 86.9) 60.1) 66.0) 67. 59.9 | 59.2 9.1 
St. Lou rea OR. 7 R3.4 R45. 1 an { RQ ¢ & 52.8 74 ” Q { ' ) 
Sioux City 5 0. 4 86, 2 90.0 "8 72.8 68.9 64.9 62. ¢ AR. 6 60. § 
Omaha , 107.3 OR. 7 95.5 101.1 106. 1 75.1 73.9 . RS 78. 2 
Kansas City 97.9 85.1 91.7 04.7 %. 2 ( 2 42 | 26%. 8 $4. ( f ? 
lowa and south 
ern Minnesota 102.9 95.6 88.7 89.9 5.8 12.0 60.6 69 7 ( ; 
Southeast 116.7 91.1 9.7 66 71,4 t l j 
South Central West 16.3 87.8 1 87.6 &2 f Ss. 4 2 115.2 
Rocky Mountain 104.0 | 190.7 98. 4 97.7 98. 0 g » 2 
Paci fle 135. 4 114.9 | 116.6 | 117.0 | 108.1 109. I 124.9 ) 7 119.8 115.7 
All other 09.7 99.0 90.7 95. 2 RO 5 R7 l 2 
1 ed Stat 
105.2 | 94 89.2 | 93 91. 8 
Nonin ected United 
ota total 102, 2 OS 83, 2 91.5 R3.7 4 


1 Not available Aug, 28 
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Another very pertinent argument against slaughter quotas is their 
use to beat down prices to small farmers without any net price de- 
crease to consumers (hearings, pp. 3343, 3531, 3534, 3579). 

Quotas tend ‘to hurt independent small packers and encourage mo- 
nopoiv (hearings, pp. 3418, 3425-3426). The proof of the pudding on 
this point is that those of the Big Five packers who made themselves 
heard to the committee want quotas, while a majority of independents 
go not. 

\ very important point against the use of slaughter quotas has been 
brought to my attention by a number of individuals. Working under 
the limitations ol this system, a farmer-producer roes into market in a 
“run” period. When he gets there, he finds his customary packer’s 
quota is full or dropping off to a point where the packer doesn't dare 
to buy his eritters in view of compliance regulations. What does this 
mean to the farmer? He must ship the animals to another market, 
which means delay and inereased costs, or hold them over for a few 
days at his own expense until he finds another buyer. The loss due to 
shrinkage and the hold-over feed bills are at the expense of the farmer 
the unsuspecting victim caught in the snare of the quota system (hear- 
Ings, pp. 3949, 3474, 3541, 3561 

OPS makes much of its contention that meat slaughter quotas are 
needed to prevent black markets. Actually quotas are not needed to 
prevent black markets, if their enforcement is vigorous (hearings, pp. 
3393-23394). Even without quotas, OPS has extensive powers to 
control and re 





culate the meat industry including registration of 
slaughterers, control of pricesand soon. In fact, OPS itself in a July 31 
press release indicated it can do the iob of necessary poli ing without 
the use of quotas. Here, in part, is what the agency said: 
Orrice OF PRICE STABILIZATION 
For immediate release, Tuesday, July 31, 1951 

Re Livestock QuorTas 


Amend nt 7 to DR 1 Canceling livestock quotas, effective August 1, 1951) 


i (Office of Price Sta! iization today eanceled the livestock slaughter quota 
provisions of its meat control program, effective August 1, 1951, but continued 
lirement t it slaughterers must be registered with the agency to engage 
l Lil I O} wiodns ; 
nation of uotas conforms to the Defense Production Act Amendments 
of 1951, which prohibit imposition of quotas on livestock slaughter. 
The p was taken by amending Distribution Regulation No. 1 to strike out 
sions whieh set un the slaughter quota machinery 


Provisions in the regulation requiring slaughterers to register to engage in 


busin oO stamp al al carcasses with their registration numbers and to keep 
a their operations are left untouched, however, OPS emphasized ' 
recor oO ] oO afions are eft untoucned, owever, 4 mo emMmpoasized. 
PS officials said this should prevent fly-by-night operators from springing up 
over ft country. Only registered slaughterers can legally slaughter livestock. 
TI rislative history of the 1951 congressional action extending the Defense 


Act, OPS said, ‘‘makes clear that the Office of Price Stabilization may continue 


its present program of requiring registration as a condition of engaging in slaughter- 


in} yperations. 

OPS said a revised Distribution Regulation No. 1 will be issued in the near 
future preserving the registration and other features of the regulation, but omitting 
quovas 


Some competent witnesses argue that the mechanies of the quota 
system actually encourages black markets, and they back up such 





| 
| 
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arguments with statistical trends and lucid reasoning (hearings, 
pp. 3495, 3532, 3553). 

Still other arguments against quotas are the demonstrable examples 
of maladmmistration or regulatory unworkability. In one regulation 
OPS allowed $2.25 a hundredweight to wholesalers who act merely as 
brokers and handle the meat only on paper (hearings, rp. 3348-3350). 


Another case of regulatory back-firing came in the f Jaca s from 
compliance of those slaughterers who killed less than 50 percent of 
their corresponding 1950 kill. The result in the case of one great 


packer—and others as well—has been a loss of meat production 
(hearings, pp. 3394-3395) 

Slaughter quotas penalize the ethical retailer whose normal source 
of supply is interrupted by some loss-of-quota penalty to his normal 
slaughterer or processor (hearings, p. 3348). 

Quotas did not work in OPA days, as shown in the post World War 
II study of the Department of Agriculture, Meat and Meat Animals 
in World War II (hearings, pp. 3357-3358). 

Slaughter quotas are an ineffective instrument in regulating kill 
by grades (hearings, p. 3400). In my opinion the problem of cattle 
and beef grades could have been met by setting a top price by grade 
in*one top market, say Chicago, and working back from there. This 
would have avoided the need for the present complex price control 
machinery, and avoided the current dispute on quotas (hearings, pp. 
3469, 3513) 

The OPS claims that quotas are a necessary adjunct of price-control 
on meat. This raises the issue of meat prices at all levels from pro- 
ducer to consumer. The price of meat is undeniably high, but com- 
pared with the huge increases in other products, wages, and services it 
is not out of line. Over the last 30 vears, housewives have paid 5.6 
percent of their income for meat on the average. In 1950, when con- 
sumers spent 5.6 percent, the same as in 1939, they obtain 20 pounds 
more meat per person than in 1939. In other words, they got a better 
buy in 1950 (hearings, pp. 3337, 3382). 


CONCLUSION 


Meat slaughter quotas interfere with maximum production. This 
is the single most important fact to remember. The economics of the 


situation, with respect to restricted meat production, nas been dis- 


cussed above. But, in addition, the administrative technique of 
estimating national and Jocal quotas is a retarding factor to produc- 
tion. Why? Because the estimated quota is purposely set as low as 


possible as 4 technique of administration. Witnesses before the 
committee contended this was the case when quotas were in effect 
(hearings, p. 3562). More interesting, however, is the fact that OPS 
admitted this in a section, Some Problems of Slaughter Control, i 
memorandum to the committee in June (hearings, pt. 3, pp. 2765 
2768). A portion of the OPS memo is reproduced here. Its implica- 
tions as a factor in retarding meat production should be carefully 
analyzed. 

One of the more difficult problems in achieving an effective quota program 


is that of estimating the volume of livestock marketings in the period ahead 


Iie rh 4 bd 


(a month ahead in this case). Many, many factors bear on the question of how 
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many cattle, calves, sheep, and hogs will be marketed in the forthcoming period; 
current prices, expected prices, war or peace, and so on, An estimate of receipts 
for an advance period, expressed as a percentage of a comparable period in 1950, 
that is too low may be raised. But an estimate that turns out to be too high, 
cannot be reduced; for such an action would force some slaughterers out of com- 
pliance, cause law-abiding slaughterers to exceed their quotas. 

Thus, we gain an appreciation of the problem of making accurate estimates of 
marketings on which quotas are provided. If total quotas exceed marketings, 
the goal of fair distribution becomes impaired. The situation is similar to that 
with no quotes, more animals are demanded than exist. On the other hand, too 
little total quoca will dam up livestock and reduce live animal prices. Fortu- 
nately this tight situation may be corrected with a general increase in quotas, 
but not so with the overly loose situation. 

With more cattle on the farm than ever before and the feed lots 
filling up since the lifting of quotas and anti-roll-back provisions of 

. . . ° ry 
the new law, the situation should not further be disturbed. The great 
autumn run of grass-fed cattle ison now. The great winter run of top 
grade feeder cattle lies ahead. If nothing further happens to snarl 
things up, such as meat slaughter quotas, some meat production records 
should be set. Isn’t that what we all want for the defense production 
effort? 
Anprew F. ScHoEpPe.. 
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